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I want to thank Chairman Miller and Ranking Member McKeon for holding today's hearing on student loan reform.  

I fully support the President's proposal to end the Family Federal Education Loan (FFEL) Program and originate all new federal student loans through the Direct Loan Program.  
For over two decades, I have argued that our student loan system has unnecessarily lined the pockets of lenders and middlemen at the expense of students and taxpayers.  Recently, the Congressional Budget Office reported that this change would save $94 billion over ten years.  That's a fantastic amount, and it illustrates how rich the subsidies are to the financial institutions which participate in the student loan program, and why they have fought tooth and nail to keep the guarantee program going.
Besides being costly to taxpayers, the FFEL program has also been plagued by abuse and scandal.  For instance, last Congress it was found that from 2001-2006 nonprofit lenders illegally claimed, according to one estimate, over $1 billion in improper subsidies by knowingly manipulating a loophole in the law. And then there was the "pay for play" scandal when it was revealed that college aid administrators and Department of Education officials in charge of overseeing FFEL received special favors, benefits and kickbacks from lenders in exchange for steering students to their loans. 
Last year, the credit crunch further highlighted the drawbacks of FFEL.  Many lenders cut back their lending to certain institutions, particularly community colleges.  Finding FFEL unreliable, hundreds of schools switched to the Direct Loan Program where the availability of money has never been in question.  Congress was forced to pass emergency legislation to allow access to Treasury funds so they could continue to make their loans.  Therefore, according to the President's Budget for the 2008-2009 school year, 75% of all federal student loans will be financed by Treasury funds.  
Today's hearing will highlight the benefits of originating all new loans through the Direct Loan Program.  Besides the tremendous cost savings to taxpayers, I expect several of the witnesses to detail their school's positive experience switching to the Direct Loan Program and the benefits the program provides to both students and college aid administrators.
Advocates of FFEL will also present various complex counter proposals to keep their role in the federal student loan program.  One only has to look at the author of the various proposals to understand the winners and losers. The fact is that for far too long the FFEL program has been structured in the interests of lenders and other middlemen.  The Direct Loan Program is tested  and has proven to be the most cost effective, reliable, and efficient federal student loan program.    
